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FBDB Launching an Electronic 
Business Information Network 


The Federal Business De- 


» velopment Bank is establish- 


ing a computerized business 


) information network in its 
) branches across the country. 


men : 


This new service, which 


+ will be called the Automated 


Information for Manage- 
will be fully 


-§ of information on govern- 


ment assistance programs. 
Based on the recently re- 


' leased ABC Book 1984 
’ (Assistance to Business in 
§ Canada), this* database will 
* supply the objectives, forms 


) requirements, 


of assistance, eligibility 
and contacts 
for federal and provincial 
government programs. Previ- 
ous editions of the ABC Book 
(which is being published by 


| FBDB for the first time) con- 
) tained only federal programs. 
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The 1984 edition is available 
specific provincial 


| volumes. Each includes a sup- 
» plement of the programs of- 


| 


fered by 
province. 
In order to implement this 
Automated Information for 
Management program, 
Bank has installed a network 


ca. 


that particular 


the § 


Federal Business 
Development Bank de développement 


of microcomputers and is also 
considering the use of related 
technologies to provide as 
flexible an information 
system as possible. Eventually 
the service will offer a 
database of “‘business intelli- 
gence”’ which will include in- 
formation by sector based on 

e data from Statistics 


government departments, etc. 
Great Potential for 
Broader Services 

This electronic information 
network will give FBDB the 
tools and the potential to pro- 
vide the business community 
with a much broader range of 
business-related information 
than was previously available 
from any one source. 

A sophisticated index and 
information targeting system 
is being developed to assist 
the FBDB branch officers in 
identifying the information 
most relevant tothe 
enquirers. 

Government programs can 
be kept up-to-date on a daily 
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Banque fédérale 


associations, 


basis and local contacts will 
be provided, making it easier 
to cut through the “‘red tape”’ 
of finding the appropriate pro- 
gram officer. 


It is not a static system, it is 
one that will evolve in relation 
to the users’ needs — both 
the business community’s 
and the Bank’s. As the 
system becomes operational 
these needs will become 
more apparent and the 
system will be adapted. 


The service will provide in- 
formation based on the 
following: geographical area 
(urban/rural, provincial/ 
regional, national/interna- 
tional); industry sector (man- 
ufacturing, retail, service, 
etc.); maturity level of the 


business (start-up, 
expansion, research, etc.); 
relevant business topics 


(human resources, planning 
and development, 


finance 


systems of business-related 


§ Canada. As a result of imple- 
) menting this system, the 


pe 
BSL 


FBDB will have an immediate 
impact on the availability of 
information for the business 


and accounting, marketing 
and production, and general 
management); and appropri- 


ate service (assistance | community. It is expected 
programs, business | that this will have a corre- 
intelligence, education, and | sponding positive impact on 
counselling). In short, the | the productivity and effective- 


ness of Canadian business 

In the next issue of Profit$ 
we will be providing an 
update on the Automated In- 
formation for Management 
program. 


Bank officer will be able to 
zero in on the enquirer’s im- 
mediate needs. 

This will become one of the 
most sophisticated delivery 


information available in 


Canada 
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The Undercapitalization 
of Small Business 


The undercapitalization of small business has become a 
common concern in the post-recession period. At a time 
when interest rates are on the rise, firms whose debt to equity 
ratio is too high find the service of their debt becoming an 
often overwhelming burden. Ideally, of course, they should 
increase their capital (shareholders’ equity) in order to 
reduce their borrowing needs. 


This problem does not very much affect businesses with 
only a few employees and with modest needs for capital. But 
Canada has tens of thousands of firms with sales of $2 million 
or more, and half of those firms could use a more solid finan- 
cial footing. : 


Traditionally, there have been four distinct sources of 
‘‘venture capital’’ for small business: 


1, First, the company owners’ personal funds and, once the 
firm becomes profitable, retained earnings. 


2. Then family, friends and acquaintances. 


‘3. Then, farther afield, companies specializing in venture 
capital. These include the FBDB. 


4. Finally, the general public, reached through the stock 
market. 


Ironically, demand for capital seems to be lower than 


supply. 


The evidence shows that business owners hesitate to share 
management — and profits — and indeed this is natural and 
understandable. Moreover, the capital available to small busi- 
nesses often seems too costly or is subject to unacceptable 
conditions. Finally, looking for venture capital is a 
painstaking, time-consuming business which*involves prepar- 
ing detailed plans and budgets. 


lo those with the capital to offer, small business represents 
high risk and low or irregular yield. Considerable expense is 
required to investigate an owner’s character and his business 
plan. Investors often find that the price being asked is out of 
proportion to the percentage of control offered, that it costs 
too much to monitor their investment and that when they 
decide to get out their shares are hard to resell. 


The Federal Business Development Bank is well aware of 
these genuine but not insurmountable problems and has 
taken steps to help solve them. 


Under our Financial Planning Program, we also help firms 
prepare their financial proposals or packages, which are es- 
sential tools in the search for venture or debt capital. 


There is now a new component to this program, the 
““matchmaking service’’, whereby we invite businesses look- 
ing for capital to meet investors seeking attractive 
investments. Although this service began only recently, it al- 
ready has some 50 “‘marriages of convenience’ to its credit. 


For information, call toll-free: 
1-800-361-2126 
112-800-361-2126 (in B.C.) 
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ECONOMY WATCH. 


Productivity: 
A Key to Survival 


When demand for goods is 
growing at a regular pace, it is 
easier for companies to pass in- 


ers by raising prices than it is to 
absorb such 
selves by raising productivity. 


However, when there is a re- | 


cession or demand is growing 
slowly, the rules of the game 
are much more difficult. 


Lower Productivity — 
Inflation 
Many company managers 
will say that in order to keep up 
with inflation they have to 
raise their prices. We would 
reply that in order to keep up 


with inflation companies must | 


improve their productivity, or 
they may find themselves 


caught up in the vicious circle 
of inflation as shown in the 
figure below. 


Cost 
increase %y 
results in leads to | 
4 a 
Price Price 
index increase 


Re 


raises 


The explanation is simple. 


An increase in labour costs 
without a corresponding in- 
crease in productivity will force 
the company to raise prices in 
order to maintain its profit 
margin. Higher prices will give 
rise to higher wage demands 
which, in turn, will place fur- 
ther pressure on prices. This is 
the inflationary cycle. 

Inflationary pressure there- 
fore results from wage in- 
creases that are not offset by a 
corresponding rise in 
productivity. We could say that 
insufficient profits are the 
result of factors outside the 
firm, such as interest rates, 
energy costs and taxes, but 
these factors really have little 
impact on profitability if they 
are offset by improved 
productivity. 


improved Productivity 
for Greater Profits 

The table opposite shows the 
direct impact of productivity 
on profits. In 1980 and 1981, 
the production of goods 
(Curve C) remained stable and 
then dropped off considerably 
in 1982, while labour costs per 


increases them- | 


Ne 
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Industrial 
production 


unit produced (Curve A) rose 
steadily, with the result that 
the productivity of firms de- 
clined sharply, which affected 
profits (Curve B). 

In comparison, in 1983, 
firms seem to have been able 
to put a ceiling on their produc- 
tion costs and this resulted in 
profits rising along with pro- 
duction levels. 

Although we must admit 
that this is a somewhat simplis- 
tic analysis, it does convey the 
message that has been under- 
stood by companies such as 
GM, Sony and Texas 
Instruments, along with many 
| smaller firms: that productivity 
has a direct impact on profits 
and, in difficult economic 
| times, a firm’s survival 
depends on efforts made to im- 
| prove productivity. 


Measures to Improve 
Productivity 

In order to improve a compa- 
ny’s productivity, a manager 
must take specific, concrete 
action. Listed below are various 


Profit per 
unit produced 


i Index | 


creases in costs on to consum- | 


Labour costs per 
unit produced 


measures that could be taken, 

grouped under three different 

factors of production.  — 

Methods and equipment 

- Eliminate downtime. 

- Sell off unproductive or low- 
productivity equipment. 

- Reduce handling (batch 
rather than unit handling). 

- Automate manual labour. 

Resources 

- Maintain inventory at the 
minimum level required to 
meet customer needs. 

- Use all available space. 

- Double the use of transporta- 
tion equipment: deliver 
orders in one direction and 
pick up raw material in the 
other. 

-Use equipment on several 
shifts rather than a_ single 
one. 

Performance 

- Make the best possible use of 
the experience of senior 
employees. 

- Build a team spirit among 
employees. 

- Encourage employees to 
strive for common goals. 
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A Board of Directors for 
Your Business? 


The typical entrepreneur has a production or marketing 
background, rarely one in management, finance or control. Even 
more rarely does he or she have a university degree. Half of all 
new businesses fold within two years; 95 percent within ten years. 


Ironically, things often sour when the business starts to get off 
the ground and the innate talents of the ‘“‘salesman”’ or ‘“‘plant 
manager’ no longer suffice to meet the problems that go hand- 
in-hand with success. This is the time when entrepreneurs must 
be able to transform themselves into administrators. Thé indivi- 
dualism that at the outset was their strong point now becomes a 
weakness and they must look outside for help. 


Occasional Use 

of Consultants 
To solve specific and/or 
temporary problems, profes- 
sional consultants can be used. 
Despite the fears of some 
owner/managers, three quar- 
ters of the clients in consul- 
tants’ offices are small 
businesses. Small businesses 
have become increasingly 
important. Their revenues and 
profits increase at double the 
rate of the economy and they 


create obs at triple the national 


erage Yate? Se eens 

But competition is 
stiffening, operations are 
becoming more and more 
specialized, computerization is 
taking over and the paperwork 
can be staggering. Only ten 
years ago, a boss had all the 
answers. Not any more! He 
needs a battery of experts to 
compensate for missing in- 
house know-how: to provide 
objective advice on such mat- 
ters as data processing, market 
or feasibility studies or often to 
simply settle personality con- 
flicts in family businesses. 


Permanent Use 
of Consultants 

If you are looking for 
continuity, not only in analyz- 
ing problems but also in decid- 
ing on the orientation of your 
business, there is nothing like 
a board of directors, made up 
of members from both inside 
and outside the company. 
Actually, a board of directors 
constitutes the ultimate consul- 
tants’ forum since it establishes 
a means of permanent consul- 
tation using outsiders whose 
expertise will complement 
your own. 

To help owner/managers get 
accustomed to working with 
outsiders and to overcome 
their natural reticence in this 
regard, a simple “‘management 
committee’ might be an excel- 
lent stop-gap or first step, par- 
ticularly for the many _ busi- 
nesses that are not set up as 
corporations. 


However, as liability insur- 
ance only covers directors 
elected by shareholders and 
the frequency of lawsuits ini- 
tiated against directors by 
shareholders, employees, and 
clients is on the rise, the estab- 
lishment of boards of directors 
in due form should be 
encouraged. 


Role and Objectives 

While the role of a board of 
directors is to support 
owner/managers, its main ob- 
jectives are to ensure the 
sound management of the 
company and to assist in deci- 
sion making. The board exer- 
cises financial control, ap- 
proves budgets and policies, as- 
sesses major projects and en- 
sures the continuity of the busi- 
ness by formulating structures. 


Composition 

A minimum of three mem- 
bers is required: a chairman 
(the owner/manager) and two 
outside members. A_ formal 
vote is umnecessary. The 
owner/manager need not 
worry about finding himself 
outnumbered since the two 
“outsiders” are elected by the 
shareholders he is presumed to 
‘control’, if he himself is not 
the majority shareholder. Of 
course, these ‘‘outsiders’’ only 
sit on the board at the request 


of the chairman, who has 
selected them himself. 
Usually, a motion is only 


adopted when it is unanimously 
accepted. Small businesses 
have no time for legalism. 
Outside members may be 
selected from three main 
sources: first, university pro- 
fessors with experience in 
small and medium-sized 
businesses; second, manage- 
ment consultants and various 
groups of professionals; and 
finally, heads of specialized 
departments (such as 
marketing, production or 
management) of larger 
businesses. A company should 
preferably strive for representa- 


* 


This article summarizes the discussions that took place during two symposiums organized recently by the 
Federal Business Development Bank (Québec Region) 


Speakers at the first symposium: 


Mr. Paul Dell’Anielio, PhD: Holds the MacDonald Stewart Chair of Management and is a professor at the Faculte 
des Sciences administratives, Université du Québec at Montréal; Mr. Marc Ruel: In charge of the establishment 
of Boards of Directors at the Groupement Québécois d’Entreprises; Mr. Lucien Perron: Attorney, De Grandpreé, 
Deschénes, Godin, Paquette and Alary; Mr. Denis Collart: Director, Export Services, Price Waterhouse; Mrs. 
Rachelle Leblanc: Underwriter, liability coverage for Business Directors and Managers, 

Stewart Smith (Canada) Ltd; Mr. Paul Mathurin: Stock broker, McNeil Mantha Inc. 


Speakers at the second symposium: 


Mr. Michel Coupal, PhD: Université de Sherbrooke; Mr. Marc Ruel: Groupement Québécois d’Entreprises; Mr. 
Louis Lagacé: Notary, Lagacé, Gérin, Durand, Descoteaux, Custeau et Simon; Mr. Christian Dumais: Attorney, 
Gérard Parizeau Ltée; Mr. Marcel Riendeau: President, Trans-Audio Inc. ° 


tives from each of these 
sources. In making your 
selection, aim for the best. 


Ideally, a prospective director 
of the board should already be 
a member of two or three other 
boards. 


Operation 

Initially, a board of directors 
is more preoccupied with 
management than with the 
orientation of the business but 
its objective is to reach a point 
when the reverse holds true. 
The first year, the board meets 
every month; later, every 
second month. An internal in- 
formation system should al- 
ready be in place enabling 
board members to be briefed 
prior to the meeting, so that 
they arrive well informed and 
well prepared. A board of direc- 
tors’ usefulness is proportion- 
ate to the information it 
receives. Do not try to conceal 
things. In discussions, concen- 


trate on major 
details. 


issues, not 


Costs 

Allow some $300 per direc- 
tor per meeting, or $900 per 
month for a three-man board 
of directors. Include $25 for lia- 
bility insurance premiums for 
the board as a whole. For a 
small business, this constitutes 
a reasonable long-term 
investment; for a director 
coming from outside a firm, 
the reward is other than 
financial, considering that 
meetings can take up a full 
day’s time, particularly if travel 
is involved, and expenses are 
not otherwise reimbursed. 


ALow-Cost 
Training Program 
Finally, a board of directors 
can readily serve as a low-cost 
training ground for associates, 
department heads, and the 
second generation of a family 


business. There is nothing to 


prevent (silent) observers 
from sitting in on board 
meetings. 


Pierre Malépart 
Vice-President and General 
Manager (Québec Region) 
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Can you learn to be a 
more successful manager? 


14,000 Canadian businesspeople 
answer a resounding yes! 


The Federal Business Development Bank is a 
leader and the most active service organization in 
Canada in the field of management training for 
small business. Over 30,000 people participate in 
our half-day and full day seminars annually. In 
addition, some 25,000 people attend courses 
developed and published by the FBDB which 

are given through local community colleges 
across Canada. 


FBDB is now pleased to present an additional 
management training aid, a Home Study 
Course developed by SB Capital and RoyNat. 

The Successful Business Management 
course has been carefully designed for easy, 
practical reading and for ready reference 
and immediate application to an owner's 
day-to-day situation. So far, close to 14,000 
owners and managers have enrolled in the 
program. 

They're the ones who set aside just 39 
hours in total ... in the privacy of their own 
homes. 

They're the ones who've benefitted from 
the practical experience of other success- 
ful entrepreneurs ... from real-life case 
studies. And who still use the course as a 
reference source for advice in 26 key 
business areas. 

They're the ones who learned from Successful 

And they did it without risking a cent. 
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Business Management. 


Now, you can too. Just by returning the coupon below. 


Arefundable $10 is all that stands between you and greater success! 


Ten dollars is all it takes to prove to yourself 
that the knowledge you'll gain from Success- 
ful Business Management will improve your 
productivity ... your profits! 

Your $10 investment buys you the first two 
sessions of this program (a $30 value). After 
that, you have 14 days to decide whether the 


Please print 

(©) Enclosed is a cheque for $10. payable to Successful 
Business Management. 

O Charge my credit card. (1) MC 0) VISA (1) AMEX 


Exp. Date 
Acct. No. 


Signature 


Telephone No. 


program is for you. If you're not completely 

convinced, return the material for a full refund. 
Otherwise, you'll receive 24 more informa- 

tion and advice-packed sessions, two at a time, 

at about two week intervals, billing you or 

charging your credit card at the rate of $15 

per session. 


Mr./Ms./Mrs./Miss (First Name) Last Name 
Address 
City Prov. Postal Code 


Mail to: Successful Business Management Inc., Dept. F, 
99 Doncaster Avenue, Thornhill, Ontario L3T 1L6 
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“The Office 


Word Processing 


Here is the first of a series of excerpts to be published in 
Profit$ from ‘‘The Office Automation Challenge’’, a new practi- 
cal book by Norman Cahill and Guy Nephtali, an initiative of 


The Montreal Board of Trade. 


Norman Cahill is Group Manager of the Word Processing Di- 
vision of the Federal Business Development Bank, a well- 
known speaker and mover in the office automation field. 


Guy Nephtali is Branch Manager/National Accounts at 
Wang Canada and has been an innovator in information pro- 
cessing for the past 15 years in France and in Canada. 


One definition of office auto- 
mation is: ‘“The application of 
computerization to office work 
to process formal messages 
and texts in an automated 
manner.” 


The range of the various sys- 
tems has considerably in- 
creased in recent years. The 
equipment most used by the 
administrative sector, 
however, is the typewriter 
(100%) and its electronic 
extension, the word processor. 


Computer terminals, 
photocopiers, facsimile 
machines, telexes and tele- 
phones complete the series of 
equipment currently used in 
the office. All 
ments serve to support the in- 


, formation being handled. 


Today, the gathering and 
processing of information per- 
mits one to achieve the follow- 
ing objectives: 


- Ensure a better flow of infor- 
mation processing. 

- Improve office productivity. 

- Optimize investments and 
work procedures. 

- Permit the utilization of 
equipment for multiple 
purposes. 

- Facilitate work and render it 
more interesting. 

- Increase the overall perfor- 
mance of firms. 


Principal Functions 


To measure the impact of 
this type of equipment, suffice 
it to mention that since its ap- 
pearance on the market, the 
demand for word processing 
Operators has exceeded in 
number the demand for spe- 
cialized data processing 
personnel. 


While this statement is com- 
pletely accurate for large firms, 
word processing equipment 
also has impacted on other 
firms, whatever their size or 
business volume. 


Although the word process- 
ing unit is destined to replace 
the typewriter, it also offers a 


of these ele- | 


whole range of new 
possibilities. One of its major 
characteristics is its capability 
to communicate. 


This permits its integration 
with other elements of the in- 
formation and _ production 
system, in addition to provid- 
ing the office with a rapid and 
inexpensive communications 
system. All sectors of activity 
within a firm are concerned, 
from marketing to production, 
to purchasing, accounting, per- 
sonnel management,etc. 


The following is a list of 
some of the many possible ap- 
plications of word processing: 


- Standard forms and standar- 
dized letters; 


| - Personalized correspon- 


dence; 

- Internal correspondence; 

- Tenders; 

- Statistics (formatted tables); 

- Texts destined for type- 
setting; 

- Procedure 
manuals; 

- Distribution lists; 

- Local and long-distance 
telecommunications; 

-Control of inventories and 
production; 

- Order forms; 

- Sorting and 
applications; 

- Amalgamation of texts with 
tenders or statistics; 

- Personnel forms; 

- Files of all sorts. 


This list represents only 
some of the functions of word 
processors, among those most 
commonly utilized at present. 


and instruction 


calculating 


The primary function of this 
system rests with the manipula- 
tion of texts. Character- 
istically, word processing units 
easily correct typing errors and 
permit alteration of the text, 
thus facilitating the work of the 
secretary and the administrator. 


To illustrate this procedure, 
let us analyze the creation of a 
20-page text on a _ word 
processor: 
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By controlling and reducing 
the level of administrative 
activities, the manager could 
thus liberate himself/herself 
from certain tasks which can be 
delegated to administrative 
personnel. Another significant 
element is that it is now possi- 
ble to manipulate data, present 
reports, and fulfill other func- 
tions which were up until re- 
cently reserved for specialized 


Functional Aspects of the Equipment 


The office 
automation 


hi. Il n / e personnel. This new distribu- | CENTRAL 1 
Cc . la e ig tion of tasks will lead to: PRINTER | “aii ! 
1 bre e Su os Pe ee pepe | 
ee - ministrative personnel; 
-a reduction in operating ieee 
delays; pag 


-a more attractive presentation 
of documents; 


-a better quality of informa- 
tion; 


( KEYBOARD  ) 
a TE 


- the execution of new func- 
tions by a secretary, or the 
upgrading of the secretary’s 
role within the firm. 


a AIR TRAE RENEE ST RO IS I SS 


Now that reports and statis- 
tics are easily accessible as a 
consequence of word process- 


a) The first step consists of 
creating and typing the 
document. 


b) In the second step, the crea- 
tor of the document reads the 
printed text, making the neces- 
sary changes, such as: 


- Correction of the vocabulary, 
grammar and/or sentence 
structure. 

- Changes in the presentation 
of a chapter. Possibility of 
including paragraphs, changes 
in margins (and in certain 
cases, changes in the typeface). 
- Relocation of a paragraph, for 
example, from the 18th page to 
the 6th page. 

- Deletion or insertion of sever- 
al paragraphs which expand or 
reduce the text, etc. 


Each of these operations re- 
quires that the secretary retype 
a major portion of the 
document, or the entire 
document. If the text was en- 
tered on a word processor, it al- 
ready would be easier (and 
quicker) to create, through the 
many operational capabilities 


of the equipment. Thus, the 
secretary would not have to 
retype the 50% of the text al- 
ready accepted, nor would it be 
necessary to redo the altered 
pages, since the changes would 
be incorporated immediately 
and without difficulty. 

Each time that a word is 
changed, a sentence is length- 
ened or shortened, a paragraph 
is displaced, the operator need 
not modify the entire 
document. Another element 
which is significant: the screen 
permits the operator to verify 
on the spot the correctness of 
the changes made, before the 
text is printed in its final form. 

The word processor is, 
however, more than simply an 
operation for correction of 
proofs and the preparation of 
repetitive letters. The system 
also can act as an administrative 
support tool permitting, for 
example, the control of all ac- 
counts receivable and the iden- 
tification of good and poor ac- 
counts without leaving the 
office. 


ing equipment, one can, with 
telecommunications, transmit 
this text or data to other 
offices, at very low cost. In the 
case of a head office, for 
example, there often are stan- 
dardized reports which, once 
transmitted or received by the 
various offices, must be 
combined. Again, the word 
processing equipment could do 
the work by incorporating 
these reports into one, produc- 
ing a condensed version and 
performing calculations. 


These operations normally 
were effected by hand and 
necessitated endless hours of 
work. 


Here are a few examples of 
the extent of the possibilities 
of word processing equipment, 
based on the various principal 
functions: 


- the manipulation of text; 


-the administrative system 
with filing and listing 
functions, etc.; 

-telecommunications with 
which one can combine the 
functions of sorting, merging 
of files and data, calculations, 
etc. 


Constituent Elements 

Two types of word processing 
equipment have been available 
since 1979. 

The first type of equipment 
functions by autonomous units 


which do not permit a relation- 
ship with other units (such as 
screens). This is the “‘stand 
alone’? system. 

The second type of equip- 
ment possesses the characieris- 
tic of being global, that is, it 
constitutes a 
‘communications network’ to 
which can be added a 


| 
| processing equipment function 


| in the same 


| - The 


whole | 


range of peripheral equipment | 


(screens, printers, electronic 
files) independent of their 
number. This is the distributed 
or shared system. 


The components of word 

way as data pro- 

cessing units. It is composed of 

five elemenis, functioning ac- 

cording i pre-established 

sequence. That is: 

- The keyboard; 

central processor (to 
which can be added an exter 
nal memory); 

- The external memory; 

-The cathode ray terminal 
(screen): 

- The printer 


ORDER FORM 


Please forward copy(ies) of The Office Automation 
Challenge at the special launching price of $14 (bookstore: 
$16). Enclosed is cheque payable to The Montreal Board of 
Trade in the amount of $ . (Please include $1.50 per book 
for postage and handling.) 


Name: 


Firm: 


Address: 


Postal Code: Tel.: 


Please return to: 


The Montreal Board of Trade 
1080 Beaver Hall Hill, Suite 710 
Montreal, Quebec H2Z 1S9 
Tel.: (514) 878-4651 


For C.O.D. orders dial toll free: 
1-800-361-2126 
112-800-361 -21 26 (in B.C.) 


Sse ses ese es eee ees eee see ees ee eee sesseeses 
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The ideal Business... 


...there never was a perfect 
business, and there never will 
be. But let us assume that any 
business exists to produce 
profits... . 1 have long pondered 
on the various factors which 
might combine to produce the 
perfect business. 

The following is my list (at 
least, up to this point). You 
might gauge your own business 
or profession on the basis of 
this list, or you may want to 
use this list as a reference for 
measuring the potential for a 
new enterprise. 


(1) The ideal business sells 
the world, rather than a single 
neighbourhood or a single city 
or locality (in other words, it 
has a huge market). 


(2) The ideal business has a 
product with ‘‘inelastic 
demand.’’ This means _ that 


people need it almost regard- 
less of price. 


(3) The ideal business has low 
labour requirements; the 


Micro management: how to 
solve the problems of growing 
companies. — William A. 
Delaney — AMACOM, 135 
West 50th Street, New York, 
N.Y. 10020. $20.00*. 


This book is a complete 
guide to the successful organi- 
zation and operation of a small 
business. The author discusses 
the personal attributes and 
other resources required for 
success in building a company 
from the ground up. He draws 
from his own experiences as 
well as from those of entrepre- 
neurs he has known. Some of 
the topics covered are: defining 
goals and making plans, choos- 
ing partners, mergers and 
acquisitions, going public, deal- 
ing with mistakes, and delegat- 
ing authority within the 
company. 


The small computer in small 
business: a guide to selection 


fewer the 


better. 


people needed, 


(4) The ideal business sells a 
product which fits a continu- 
ing human (or animal) need. 
It’s not a fad product, it’s not a 


2 


and use. — Brian R. Smith — 
Stephen Greene Press, 
Fessenden Road, Brattleboro, 
Vermont 05301. $17.50*. 


Smith has written this book 
“to be a primer for business 
operators or entrepreneurs 
who want to gain a basic knowl- 
edge of computers in order to 


be able to deal with the 
computer vendors.’’ Covered 
are: how computers work, 


software, applications, justify- 
ing a computer for your 
business, evaluation and selec- 
tion of a system, and planning 
for the computer. 


Start and run a profitable 
retail business. — Michael M. 
Coltman — International Self- 
Counsel Press Ltd., 306 West 
25th Street, North Vancouver, 
B.C. V7N 2G1. $11.95*. 


A step-by-step guide, the 
book deals briefly with all as- 
pects of establishing a retail 
business, from how to set it up, 
site location and market analy- 


PROFITABLE 
READINGS 
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product which people can 
easily substitute or even do 
without. 


(5) The ideal business has low 
overhead: it does not need an 
expensive location, it does not 


sis through ‘financing to 
pricing, inventory and 
advertising. 


Start and run a profitable 
video store: a_ step-by-step 
business plan. — Stan Loh — 
International Self-Counsel 
Press Ltd., 306 West 25th 
Street, North Vancouver, B.C. 
V7N 2G1. $10.95*. 


With the video business 
booming, more business 
people are thinking of opening 
a video store. The competition 
is stiff and recouping your capi- 
tal takes time. This book gives 
a good background to the field 
and covers such areas as choice 
of stock — VHS versus Beta, 
video games, rental systems, 
and membership plans. Also 
included in the appendices is a 
listing of recommended maga- 
zines and books to keep the 
retailer up-to-date with devel- 
opments in the field. 


* prices listed are approximate 


need large amounts of 
electricity, advertising, legal 
advice, etc. 

(6) The ideal business _pro- 


duces a product which is diffi- 
cult (or almost impossible) for 
a competitor to copy or 
reproduce. This means the pro- 
duct is an original (such as a 
publication) or it requires very 
special knowhow, or it pro- 
duces a product which is pro- 
tected by copyright or patent. 


(7) The ideal business does 
not require huge cash expendi- 
tures or large investments in 
equipment. In other words, it 
does not tie up your money. 


(8) The ideal business is a busi- 
ness that has cash billings; it 
does not tie up your money in 
extended credit arrangements. 


(9) The ideal business is rela- 


tively free from all kinds of 


government, and industry 
regulations. 
(10) The ideal business is 


portable. You can put it any- 
where you want. 


(11) Here’s a crucial but over- 
looked one: the ideal business 
is one that keeps your full intel- 
lectual (and often your 
emotional) energies. 


There you are. If you use 
this list, it might help you cut 
through a lot of nonsense and 
hypocrisy about what you are 
doing and what you are looking 
for. None of us owns or works 
for an ideal business. But it’s 
nice to know what one would 
look like. 


(Source: Dow Theory Letters, 
Inc., P.O. Box 1759, La Jolla, 
Ca. 92038.) 


Management expertise. 
You have it with... 


CASE 


The challenge of running a 
small business: you have to be 
an expert at everything... from 
payroll to profits, inventory to 
exports, cash flow to promotion. 


Fact is, you can’t be an in- 
stant expert in everything, and 
that’s where CASE can help. 

CASE is a service offered 
only by FBDB. It stands for 
Counselling Assistance to 
Small Enterprises and it can be 
the secret of your success. 


CASE provides hands-on 


counselling by successful, 
retired people who are knowl- 
edgeable in your type of 
business. 


A CASE counsellor can help 
you improve your business 
operation, quickly. 


Find out about CASE today. 
Call toll-free 
1-800-361-2126 
in B.C. 112-800-361-2126 


La Banque offre ses services 
dans les deux langues Officielles. 


BACKING INDEPENDENT BUSINESS 


® 


Federal Business 
Development Bank de developpement 


Banque federale 


Canada 
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Productivity Based on People 


“Your employees are the 


key to improving your 
productivity,’’ says one 
CASE* counsellor. 


When asked what the word 
““productivity’’ means to him, 
CASE* counsellor Marcel Ber- 
nier unhesitatingly answers 
that it is a “‘series of actions, 
taken by everyone involved, 
which contribute to the 
smooth operation and _ profit- 
ability of the business.” 


Introducing Changes 

Technical improvements for 
ploducing more and better 
quality are nearly always 
available. The difficulty lies in 
introducing necessary changes, 
as everything depends on the 
people who have to live and 
work with them. | 


Mr. Bernier cites the exam- 
ple of a fabric cutting shop in a 
factory making upholstered 
armchairs: ‘‘Imagine that, after 
careful observation, you 
decide to move the cutting 
table closer to the sewing shop, 
to cut down on handling time. 


“Tf you take their 
opinions into account, 
you’re killing two birds 
with one stone: the table 
can be moved to benefit 
productionand you have 
the agreement of the 
personnel who are 
affected by the change. 
Productivity 
automatically has a 
much better chance of 
improving.”’ 


It is a simple, practical solution 
which does not upset the 
manufacturing process. But 
how do you go about imple- 
menting it? 


“You could simply move 
the table without asking the 


opinion of the employees who 
work on it. You then run the 
risk of obtaining only half the 
beneficial results anticipated: 
reduced handling but an un- 
happy staff. It’s obvious that 
the employees who work at 
this cutting table all day long 
would have suggestions to 
make on relocating the tool of 
their trade. 


“If you take their opinions 
into account, you're killing two 
birds with one stone: the table 
can be moved to benefit pro- 
duction and you have the 
agreement of the personne! 
who are affected by the change. 
Productivity automatically has 


a much better chance of 
improving.” 
Mr. Bernier worked in the 


furniture industry for 30 years. 
He has held almost every possi- 
ble position (supervisor, 
salesman, sales manager and 
general manager) and he is 
emphatic: ‘‘Productivity is a 
matter of quality rather than 
of quantity; quality not only of 
the product and _ production 
facilities, but also of the people 
without whom _ productivity 
would not exist.’ His experi- 
ence as a CASE* counsellor in 
Montréal has led him to sug- 
gest three types of action for in- 
creasing productivity. 


. the Law of the Extra Effort 

““What really counts is that 
little bit of extra work that 
makes all the difference: the 


| 
| Tony WE6B BL | 


boss who comes in early, the 


| employee who resews a poorly- 


made seam before the error is 
detected» bythe ‘final 
inspection, or a salesperson 
who makes a detour to visit an 


| extra client.’ It is this ‘“‘extra 


effort’ alone that will help in- 
crease quality and produce 
better results all round. 


“What really counts is 
that little bit of extra 
work that makes alli the 
difference: the boss who 
comes in early, the 
employee who resews a 
poorly-made seam before 
the error is detected by 
the final inspection, or a 
salesperson who makes a 
detour to visit an extra 
client.”’ 


2. Aim for Continuity 

Then come continuity, sta- 
bility and discipline at both the 
individual and company levels. 
“In the past, twelve identical 
sofas would be ordered at a 
time. Now, we get orders for 
only two or three of the same 
model. 


“In the past, we were more 
systematic because the orders 
that came in were regular. 


Nowadays, everything changes 
so fast that we have to work ac- 
tively at achieving continuity 
| — which is a prerequisite for 
good productivity — by com- 
bining flexibility Gin the face of 
a diversity of orders) and 
steady production rates 


(smoothing the differences be- 
tween peak and slow periods of 
activity). 


“Accepting 
| responsibility on the one 
| hand, and on the other, 
| being willing to take 


| orders so as te be abie to 
give them. 


| 92 


3. Accept Responsibility 
With regard to the 
played by the boss of 


part 
the 


ly related to two specific 
qualities, which Marcel Bernier 
describes as follows: 
“Accepting responsibility on 
the one hand, and on the 
other, being willing to take 
orders so as to be able to give 
them.”’ 


Accepting responsibility 
means mostly doing what you 
have to do from beginning to 
end, without getting side- 
tracked and without passing 
the buck along the way. under 
the pretext of “delegating.” 
One should not delegate a job 
once it has been started. Either 
delegate it at the outset or not 
at all. 


Being willing to take orders 
is aS important as giving them; 
in fact, it is essential for pre- 
serving credibility. Those who 
give orders must be sure that 
they are clearly understood by 
those who are to carry them 
out — so put yourself in the lat- 
ter’s position. 


People who receive orders 
need to understand why they 
are given and shouldn’t hesi- 
tate to ask for Clarification. 
Everyone gains, because this 
avoids those misunderstand- 
ings that cause disorganization 
and losses of time and money. 


foreman, productivity is direct- | 


| 


Trusting 

Finally, Mr. Bernier empha- 
sizes the need for trust — trust- 
ing yourself and trusting the 
employees, as the two are 
closely linked. This trust can 
be expressed in various ways, 
such as asking carpenters for 
their opinions on plans for a 
new model, giving upholsterers 


| the necessary resources to im- 
| prove their work or issuing fair 


and just rewards. 


A State of Mina 

Productivity is really a state 
of mind thai impels us to give 
priority to the quality of the 
goods and services we are 
supplying, to keep our staff in- 
volved and to respect scrupu- 
lously the promises we make to 
our customers. 


RK 


* CASE is a unique counsel- 
ling service offered exclusively 


to small and medium-sized 
businesses by the Federal Busi- 
ness Development Bank. 
CASE has a roster of over 
1 400 experienced counsellors 
waiting to advise you on any 
aspect of business from book- 
keeping to marketing, through 
setting up a production line to 
inventory control. 

And better still, your cost is 
minimal for the value offered. 


The CASE Counsellors: 
They've Been There! Their 
help is practical! For more 


information, call the Federal 
Business Development Bank 
toll free (during business 
hours) at 1-800-361-2126 (in 
B.C. 112-800-361-2126). The 
FBDB is Backing Independent 
Business. e 
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Beat the Clock, and Relax! 


“If I only had the time!” 
Yet, each day is made up of 24 
hours for everyone. Quantity is 
the same, but what about 
quality? It’s the use that we 
make of our time that matters. 
Basically an organizational 
problem. 

Managing your time is or- 
ganizing your activities in 
order to be as effective as possi- 
ble within the available time. 


A Personal, Subjective 
Discipline 

Everyone makes their own 
use of those 24 hours. Some 
people make it an obsession 
(they ‘‘never have time’’); 
others couldn’t care less. Some 
have completely mastered 
time, while the rest spend their 
lives trying to catch up; but 
most people like to end the day 
with the satisfaction of knowing 
they haven’t wasted too much 
of their time. 


Above All, Know Thyself... 


Who am I? To what category 
of time-consumer do I belong? 
Specialists have determined 
three different types of time 
consumers: decision-makers, 
doers and instructors. 

Decision-makers use _ their 
time to gather together the in- 
formation required for the 
company’s smooth operation 
and to make the necessary 
decisions. The owner of a cloth- 
ing store is a decision-maker 
when she attends a fashion 
show, plans her week, assigns 
tasks, monitors sales, or hires 
an employee. 

The doer performs tasks. 
The boss in a garage is a doer 
when he adjusts a carburetor 
and a decision-maker when he 
meets with a contractor to dis- 
cuss enlarging his shop. 

Instructors help others 
work autonomously, in accor- 
dance with objectives that have 
been set for them. They invest 
their time in the medium and 
long term. They know that, by 
“wasting” (actually investing) 
a few minutes or a few hours 
explaining job directives, they 
are saving valuable time that 
would be wasted later in 
correcting, clarifying, or start- 
ing projects over. 

You can draw up your own 
profile according to the above 
functions, account for the time 
you spend on each of these 
categories and take appropriate 
measures. 


Take Appropriate 
Measures 

If there is one area where 
self-discipline is really 
required, it is that of time 
management. That people only 
change their habits when they 
really want to cannot be repeat- 
ed too often. The techniques 
which follow require an abso- 
lute commitment on your part 
to using your time more 
effectively. 

1- Learning to Say No 

This is fundamental, yet it 
requires a great deal of effort. 
It’s more fun to be pleasant 
than to be unpleasant. But let’s 
remember the time that can be 
wasted because we try to please 
rather than to be effective. For 
example, we have all at some 
time hurriedly said ““Yes” to 
avoid controversy, leading to 
unfortunate consequences that 
were only corrected later fol- 
lowing arguments, excuses and 
hours wasted in repeating the 
work... . 

By trying to please (or more 
precisely to avoid being 
unpleasant) what we gained 
was more anxiety, wasted time 
and loss of face. It would have 
been far more profitable to tell 


other parties at the outset: 

“Tm sorry, but that’s not 

possible.” 

2- Weeding Out the Time- 
Wasters 


The time-waster is a perni- 
cious creature whose favourite 
haunt is the manager’s office. 
There are generally two 
species: the external and the in- 
ternal time-waster. 

The external time-waster 
often manifests itself on the 
telephone, or it may take the 
form of a visit that has little to 
do with mutual business 
interests. In any case, the prob- 
lem is the same: you have to in- 
terrupt your work to listen to 
people who take twenty min- 
utes to say what could be com- 
municated in just five minutes 
at another time. 

Another common external 
time-waster is needless paper- 
work — forms to be filled out, 
superfluous photocopies, un- 
necessary memoranda: in 
short, anything that tries to 
compensate — ineffectively — 
for poor communications 
within the company. 

Unfortunately, there is no 
way of getting rid of the exter- 
nal time-wasters except by 
patiently and persistently sim- 
plifying the communication 


network, clarifying information 
issued and received, restricting 
telephone calls to scheduled 
periods, keeping an appoint- 
ment book and closing your 
door at certain times. 

The internal time-waster is 
detected by simple self- 
analysis. When do we waste 
our own time? Very simple. 
When we postpone a job, when 
we fail to delegate, when we 
have no clearly defined 
objectives, priorities or plan. 
When we try to do too many 
things at once or when we have 
to make decisions in times of 
crisis. 


The ultimate weapon 
against time-wasting is 
to establish priorities. 
How do we start? 
Priorities are set 
according to two 
criteria: urgency and 
importance. 

Fen ie ON al 


3- Setting Priorities 

The ultimate weapon against 
time-wasting is to establish 
priorities. How do we start? 
Priorities are set according to 
two criteria: urgency and 
importance. Visiting the bank 
manager may be urgent but not 


important (a simple case of for- 
getting to cover a cheque); im- 
portant but not urgent (to find 
out whether you will be able to 
renew your line of credit in 
three month’s time); neither 
urgent nor important (to offer 
an invitation to a golf tourna- 
ment in six months); or very 
urgent and very important (the 
payroll cheques are not being 
honoured!) 
4- Making Upa “‘To Do”’ List 
Acquire the daily habit — if 
it isn’t already one — of writing 
down a list of the things you 
have to do tomorrow. Making 
up this list should be the last 


Busines> 


Functions 


TONY WEBS Sy 


thing you do before you leave 
the office, and should be the 
first thing you look at when 
you arrive in the morning. 


_ The “To Do” listisa_ 
wonderful working tool 
that lets youset — 
priorities, check what 
has been done, plan your 
time and group activities 
whenever possible. _ 
[ests abNaets Stee aee e 2 hla Wve tb ey 

The ‘“‘To Do” list is a won- 
derful working tool that lets 
you set priorities, check what 
has been done, plan your time 
and group activities whenever 
possible. 

All you really need to 
manage your time effectively, 
then are — 

e A sound analysis of your 
time 

e A diary kept scrupulously 
up to date 

e Your daily “To Do” list 


se 


Time is money — so why 
waste it? Learn a few simple 
techniques to organize your 
time better — things you can 
put into action the very next 
day. Register for our Time 
Management seminar. Three 
short hours and a registration 
fee of only $27.75 are all it 
takes to learn how to utilize 
your time more effectively. 


For more information, call 
the Federal Business Develop- 
ment Bank toll free (during 
business hours) at 1-800- 
361-2126 (in B.C. 112-800- 
361-2126). The FBDB is Back- 
ing Independent Business. 
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CMA and FBDB Join Forces in 


Management Training for 


The Canadian Manufactur- 
ers’ Association and 
Federal Business Development 
Bank are pleased to announce 
the availability of their new 
joint seminar ‘‘Financial 
Analysis for the Non- 
Financial Manager.”’ 

Through its Action for Sur- 
vival 
Program, CMA identified a 
need for financial skills among 
non-financial managers. As a 
result the FBDB’s Program De- 
velopment Department and 
the CMA proceeded to develop 
this full day seminar. It is 


the | 


and Productivity | 


Manufacturers 


another one in a series of joint | 
seminars developed and pre- | 


sented by FBDB in conjunction 


with associations or profession- | 


al groups. 


Learn to Communicate . 

with Your Accountant 

Accounting is an important 
aspect of your business. If you 
are to communicate effectively 
and profitably with your ac- 
countant it would be wise to 
learn a little about what he/she 
does. It is a fact of life that 
owner/managers must learn as 
much as possible about busi- 


‘We do 
financing 


FBDB is a Federal Crown 
Corporation with a mandate to 
help business succeed 
through flexible financing. 

Do you need financing? 
© Increase in cash flow? 

e Refinancing? 

e Expansion? 

¢ Land Purchase? 

¢ Construction of building? 

¢ Renewal of equipment? 

® Major repairs? 

e Research and development? 
¢ Acquisition? 

At FBDB, we know that both 
new and well established 
businesses can use financing 


and we're here to give it to you. 
Here’s how. 


We analyse your project 
(viability, risks, securities, 
equity, etc.). If it looks favour- 
able, we can provide you with 
term loans designed especially 
to meet your needs: 


° Term loans granted for up io 
20 years 


e You can choose: 


— floating rates 
— fixed rates for periods of 
1, 2,3, 4or 5 years 
— combination of floating 
and fixed rates. 
¢ Floating interest rate loans 
may be converted to fixed 
rates (at the borrower's con- 
venience for a minimal fee). 


e Flexible repayment terms 
accarding to the borrower's 
capacity. 

— monthly installments 
— seasonal payments 
With our financial help, you'll. 
have room to breathe, maintain 
cash flow, and grow! 


Call us today: 
1-800-361-2126 


112-800-361-2126 (B.C.) 
(toll free) 


La banque offre ses services 
dans les deux langues Officielles. 


BACKING INDEPENDENT BUSINESS 


NY 


Federal Business 
Development Bank de développement 


Banque federale 


Canada 


ness areas with which they are 
not familiar. 


If you are to 
communicate effectively 
and profitably with your 

accountant it would be 
wise to learn a little 
about what he/she does. 


By San ee 
The objective of the 
FBDB/CMA seminar is not to 
have the participants become 
financial experts but to have 
them develop a keener aware- 
ness of financial statements 
and financial control systems 
so as to be able to make better 
use of financial analysis as a 
decision-making tool. : 

The focus of the-seminar is 
on internal reporting for 
managers to use in planning 
and controlling routine opera- 
tions as well as in special situa- 
tions and planning. The analy- 
sis of internal reports offers 
various types of information, 
each serving a different 
purpose, but always directed to 
raise and help to solve three 
basic types of questions: 

-Am I doing well or badly 
financially? 

-Which problems should I 
look into, and when? 

- Which is the best way to do 
the job? 

The seminar covers vertical 
and horizontal analysis, ratio 
analysis, cost/volume/profit 
relationships, and budget 
planning. 


Case Study 

The realistic case study pre- 
sents a metal panel manu- 
facturer that after a period of 
steady growth now has an 
annual sales volume ‘of $2 000 
000. This company has, in its 
last fiscal period, incurred a net 
operating loss despite the con- 
tinued dollar growth in sales. 

Why has this happened? Is 
there a remedy? Participants 
will cover the material through 
several exercises and group dis- 
cussions and will propose solu- 
tions using a master budget. 


Practical Take-Home 
Material 
At the end of the seminar, 
participants are provided with 
practical and attractive take- 
home workbooks, which sum- 
marize the material covered 


Mr. G.B. Ross, Senior Vice-President, Management Services, Federal 
Business Development Bank and Mr. Roy Phillips, President, The 
Canadian Manufacturers’ Association. 


during the day, and which can 

be utilized by the participants 

in their own businesses. 
Presentations of the seminar 


The. Bank offers a wide 
array of Management Train- 
ing Seminars especially 
oriented toward the prob- 
lems of small business 
operators. These one day or 
half day sessions follow a 
carefully designed set of 
procedures geared to giving 
the most information possi- 
ble in the limited time 
available. Each topic is dealt 


with in a clear, easy- 
to-follow, step-by-step 
fashion. 

Each seminar is built 


around a case study, a real- 
life business experience 
that has been adapted for 
the discussion purposes. 
Under the guidance of our 
experienced group leader, 
each case is broken down 
and thoroughly discussed by 
the participants. This is 
done both by general dis- 
cussion and by active partic- 
ipation in small groups. 
These groups, made up of 
the participants themselves, 
provide the points of view of 
people in all kinds of dif- 
ferent businesses. All of this 
is supported by comprehen- 
sive, clear, printed mate- 
rials and visual aids. 


The key to the seminar is 
the discussion group. The 
exchange of ideas between 


: 
t 


Seminars Program 


will be organized by the CMA, 
through its seminar programs, 
and will be led by qualified 
FBDB personnel. 


experienced business 
people is inevitably benefi- 
cial to all involved. Participa- 
tion is one of the most valua- 
ble tools of the learning 
process. Each seminar is 
conducted in such a way 
that every participant is an 
important contributor to the 
group. 


j 
FBDB’s Free 
After-Seminar Service _ 
How often do questions 
occur to you only the next | 
day, or even later? : 
It’s perfectly normal. And 
that’s why all FBDB seminar 
leaders — or Management — 
Services Officers — remain — 
at your service after your | 
seminar is over. 

Continued contact, con- — 
tinued advice, continued — 
assistance — the FBDB 
Management Services Offi- 
cer is there to provide them 
all. That’s what FBDB’s — 
Free After-Seminar Service 
is all about. 

i 


How To Register 
For a Seminar 

Call any one of the FBDB 
offices across Canada. Regis- 
tration costs are surprisingly 
low. ($27.75 for a half day; 
$49.75 for a full day). Don’t 
forget to ask about our spe- 
cial discount package. 
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How Does the Son (or Daughter) 
Learn to Run the Business? 


Every man is more or less a 
teacher at heart; each of us 
enjoys the ego satisfaction of 
showing others, of advising, of 
putting our thoughts and ideas 
into other minds. And every 
businessman with a young son 
plans on teaching his boy what 
he thinks he has learned about 
all the great mysteries of life: 
about women, business, poli- 


tics — die making, Brown & 
Sharpe cam layout or what 
have you. I hope this is 


normal; it’s too prevalent (and 
satisfying) to be abnormal. 


But is it a good idea? Can 
you actually teach modern 
business methods, how you 
have run your firm, how it 
should be run (you think), and 
how it should be run as times 
change and the firm grows? 
And if not, then who can teach 
your son (or daughter) — who 
can show him (or her) how to 
become asuccessful president? 


Can you actually teach 
modern business 
methods, how you have 
run your firm, how it 
should be run (you 
think), and how it should 
be run as times change 
and the firm grows? 


The commonest reaction to 
this question is, ‘‘Ill do what- 
ever teaching is necessary — 
where else can he learn how to 
run my business?’’? So most 
sons play at work in the firm 
during summer vacations, go 
to college, off to war, perhaps 
back to school for an MBA, 
and finally arrive ready to step 
in and “‘learn from dad.”’ 


With the emotion stripped 
aside, does that really make 
much sense? ‘‘Dad’’ doesn’t 
need a student — he needs 
help. He is much too busy to 
do a thoughtfully thorough, 
well-organized teaching job. 
Look at how it works in 
practice: 


CASE HISTORY #1 
The father let the son ‘“‘try 
out’ in the various depart- 


ments, getting a smattering of 
each, then select the area 
which he liked best. The firm is 
a stamping plant and the son 
took over the sales end. He has 
been quite successful and, at 
42, has developed into a fine 
salesman. 


Unfortunately, however, the 
father is about ready to retire 
and it has just begun to sink in 
that the son can sell stampings 
— but he has only a vague idea 
about how to run a stamping 
plant. 


A bigger firm might have de- 
veloped people he could lean 
on — strong manufacturing 
and estimating departments 
under the father — or the son 
might have become Executive 
VP, learning to work with all 
the departments. But this did 
not happen. In a sense, the son 
was not taught at all; he was 
pushed into sales (which the 
father did not like) or else he 
moved toward sales work to 
obtain independence. Today 
he knows next to nothing 
about the business as such. 


OBSERVATION: This 
father is a doer, and either is 
not interested in teaching or is 
incapable of doing it. The son 
is a self-taught sales 
““manager.’” Fine as such, but 
a bad risk when he takes over 
total management. His best bet 
will be to sell the firm to anoth- 
er stamper who is weak on 
sales, (which should not be dif- 
ficult to find). Learning the 
business will be hazardous at 
best. Not impossible, of 
course, but the firm will have 
to be very solid to survive a 
couple years of his amateur 
management. 


CASE HISTORY #2 

This company is a cutting- 
tool manufacturer, employing 
110; the father is 56 and the 
son 34. The son worked sum- 
mers at his father’s plant 
through high school and four 
years of college. Then, under 
his father’s guidance, he left to 
work at various jobs for other 
companies all in metalworking, 
all small precision parts, each 
with between 35 and 200 
employees. 


He has been a foreman, 
methods man, salesman, and 


cutting-tool service man. He 
has just rejoined his father and 
will take over production 
management. No VP title — 
he will earn his keep. But he 
has followed a carefully prear- 
ranged plan worked out years 
before. 


He has knocked about, seen 
other businesses, worked for 
other men and has convinced 
himself that he wants to take 
over the family business. He 
brings in the fresh air of outside 
ideas and experience, and has 
deliberately arranged for con- 
stant replenishment by careful- 
ly selected outside advisors. 


So this father has the rare 
pleasure of knowing that his 
son has joined him because, as 
an adult, he has decided to — 
not because of habit or igno- 
rance or because he could not 
make it on the outside. The 
son has learned about business 
and the world — now he is 
ready to learn about the family 
business and about his father’s 
methods. 


OBSERVATION: The 
future looks bright for this 
business. Not that all will be 
rosy, nor that the son will not 
want to bring in ideas and 
methods or to make changes 
which will shock his father. But 
the son is not just ‘“‘Sonny,”’ he 
is an adult and an experienced 
businessman. y 


Granted, he has not run a 
company, but he has watched 
four other presidents run 
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companies; he has seen bril- 
liance and stupidity, good luck 
and bad, confidence and 
timidity. He will look at his 
father as a man of great 
accomplishment, but not as a 
demigod. They will make an 
excellent team — if the father 
can rise to his own planning. 


CONCLUSION: The best of 
these two examples — the last 
one — has developed a son 
with considerable outside busi- 
ness experience but no actual 
experience with management, 
risk taking, or decision 
making. These he still must 
learn — and they are crucial. 
While this particular company, 
and father-son team, will 
probably do all right, they 
would have benefitted greatly 
if the son had actually managed 
a business, no matter how 
small. 


For that reason, we prefer 
the example set by a Detroit 
firm. Here the son has worked 
only for the family firm — but 
one department was split off as 
a completely separate 
corporation, with the son as 
president. It is small (18 men) 
but he runs every aspect of it. 
He has his own suppliers and 
sells to both the family business 
and to other customers. 


The father taught his son the 
rudiments of business, then 
turned him loose to develop 
working experience at the 
helm. They plan to remerge 
the firms when the son is ready 
to move in and begin to apply 


his know-how to the larger 
operation. But he is learning 
presidenting by actually being 
a president: a rare and valuable 
experience. 


KEK 


In our next issue: “‘The Daugh- 
ter and the Business’’ 


This article is condensed 
from a chapter in the author’s 
book, THE FAMILY IN 
BUSINESS, released by the IBI 
Press, Box 159, Akron OH 
44309. 


PROFITS is printing key 


chapters from the book, the 
first ever devoted exclusively 
to the personal relationships 
within the privately-owned 
business. For information on- 
the book, contact the publisher 
directly. 


Frank Butrick has, for over 
two decades, been a leading 
consultant, convention speaker 
and author on the family- 
owned business. He has written 
hundreds of magazine articles 
through the years and his con- 
cepts have been incorporated 
in numerous books. He aver- 
ages nearly 50 convention ap- 
pearances a year, and is active 
as a consultant, serving busi- 
ness owners all over America. 
If you have a situation upon 
which you would like Mr. But- 
tick’s comments or advice, you 
may contact him by writing the 
IBI Press in Akron, or calling 
him at 216/253-1757. There is 
no cost or obligation — but if 
you write, be patient. His 
heavy travel schedule pre- 
cludes quick replies to his 
correspondence. 
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